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KPMG LLP

345 Park Avenue

New York NY 10154-0102

Report of Independent Registered

Board of Directors and Stockholder

CICC US Securities Inc

We have audited the accompanying consolidated statement of financial condition of CICC US Securities

Inc and subsidiary the Company as of December 31 2011 that is filed pursuant to Rule 7a-5 under

the Securities Exchange Act of 1934 The consolidated financial statement is the responsibility of the

Companys management Our responsibility is to express an opinion on this consolidated financial

statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the statement of financial condition is free of material misstatement An audit includes

consideration of internal control over financial reporting as basis for designing audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of

the Companys internal control over financial reporting Accordingly we express no such opinion An
audit of statement of financial condition also includes examining on test basis evidence supporting the

amounts and disclosures in the statement of financial condition assessing the accounting principles used

and significant estimates made by management as well as evaluating the overall statement of financial

condition presentation We believe that our audit of the statement of financial condition provides

reasonable basis for our opinion

In our opinion the consolidated statement of financial condition referred to above presents fairly in all

material respects the financial position of CICC US Securities Inc and subsidiary as of December 31
2011 in conformity with U.S generally accepted accounting principles

LCP

March 2012

KPMG LLP is Delaware limited liability partnership

the U.S member firm of KPMG International Cooperative

KPMG International Swiss entity



CICC US SECURITIES INC

Consolidated Statement of Financial Condition

December 31 2011

Assets

Cash 2340202
Short term cash investments 13422985

Deposit with clearing organization 100444

Receivable from clearing organization 4729363
Due from Parent 49127
Due from affiliates 2146251
Improvements equipment and furniture at cost less accumulated

depreciation and amortization of $2500224 2526878
Other assets including prepaid income taxes of $10100 452009

Total assets 25767259

Liabilities

Accrued compensation and benefits 2691963
Accrued expenses and other liabilities 841212
Due to affiliate 22154

Total liabilities 3555329

Stockholders equity 22211930

Total liabilities and stockholders equity 25767259

See accompanying notes to consolidated statement of financial condition



CICC US SECURITIES INC

Notes to Consolidated Statement of Financial Condition

December 31 2011

Organization

CICC US Securities Inc the Company is wholly owned subsidiary of China International Capital

Corporation USA Holdings Inc the Parent and it was incorporated on August 25 2005 The

Company is registered broker-dealer under the Securities Exchange Act of 1934 and member of

Financial Industry Regulatory Authority On October 31 2011 the Company voluntarily surrendered its

securities broker license previously held at the Securities and Futures Commission of Hong Kong the

SFC in connection with business restructuring The Parent is incorporated in the state of Delaware and

is holding company with no business operations The Company and its Parent are wholly owned

subsidiaries of China International Capital Corporation Hong Kong Limited CICC HK which is

incorporated in the Hong Kong Special Administrative Region The ultimate holding company China

International Capital Corporation Limited CICC is an investment bank incorporated in the Peoples

Republic of China and licensed by the Chinese Securities Regulatory Commission the CSRC
The Company has wholly owned subsidiary CICC US Securities Hong Kong Limited CICC USS

HK which was incorporated on October 11 2010 in Hong Kong CICC USS HK SFC licensed

corporation will
carry on regulated activities in Hong Kong

The sole ownership of the Company was transferred from China International Capital Corporation Hong

Kong Securities Limited CICCHKS to the Parent on February 14 2011

The Companys principal line of business is providing brokerage services related to securities listed on the

Hong Kong Stock Exchange and the exchanges in the United States to institutional investors located in the

United States

Summary of Significant Accounting Policies

Basis ofPresentation

The consolidated statement of financial condition has been prepared on the accrual basis of

accounting in conformity with accounting principles generally accepted in the United States of

America

Principles of Consolidation

The consolidated statement of financial condition includes the accounts of the Company and its

wholly owned subsidiary CICC USS HK All material intercompany balances and transactions have

been eliminated

Translation of Foreign Currencies

Assets and liabilities denominated in foreign currencies are translated at year end rates of exchange

Securities Transactions

The Company has clearing agreement with financial institution whereby the financial institution

clears transactions for the Company and its customers and carries such accounts on fully disclosed

Continued



dcc US SECURITIES INC

Notes to Consolidated Statement of Financial Condition

December 31 2011

basis as customers of the financial institution Accordingly the Company does not carry customer

accounts and does not receive deliver or hold cash or securities in connection with such transactions

Securities transactions are recorded on trade date basis

Amounts receivable and payable for securities transactions that have not reached their settlement

date are recorded net on the consolidated statement of financial condition

Cash and Cash Equivalents

Short term cash investments which have maturity of ninety days or less are considered cash

equivalents on the consolidated statement of financial condition

Improvements Equipment and Furniture and Depreciation

Improvements equipment and furniture are carried at cost less accumulated depreciation

Phantom Equity Compensation Plan

The Company accounts for cash-settled phantom equity compensation plan of an affiliate covering

certain of its employees as liabilities The liability is recognized over the relevant vesting period and

is revalued at each reporting date and on settlement

Income Taxes

Deferred income taxes are recognized for the tax consequences in future
years of differences

between the tax bases of assets and liabilities and their financial reporting amounts at each year end

based on enacted tax laws and statutory tax rates applicable to the periods in which the differences

are expected to affect taxable income Valuation allowances are used to reduce deferred tax assets to

the amount considered likely to be realized

Accounting Standards Codification ASC 740-10 requires the evaluation of tax positions taken or

expected to be taken in the course of preparing the Companys tax returns to determine whether the

tax positions are more-likely-than-not of being sustained by applicable tax authority based upon
technical merits of the position Tax benefits from tax positions not deemed to meet the more-likely-

than-not threshold should not be recognized in the year of determination Management has reviewed

the Companys tax positions for all open years and concluded that the Company has no material

uncertain tax positions at December 31 2011 Further as of December 31 2011 the Company has

recorded no liability for net unrecognized tax benefits relating to uncertain tax positions they have

taken or expect to take in future tax returns

Estimates

The preparation of the consolidated financial statement in conformity with accounting principles

generally accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent

Continued



CICC US SECURITIES INC

Notes to Consolidated Statement of Financial Condition

December 31 2011

assets and liabilities at the date of the financial statement Accordingly actual results could differ

from those estimates

Deposit with Clearing Organization

Pursuant to an agreement the Company is required to maintain deposit with its clearing organization As

of December 31 2011 the deposit was maintained in non-interest bearing deposit account with this

financial institution

Receivable from Clearing Organization

Receivable from clearing organization consists primarily of cash and equivalent balances maintained by
the Company with this financial institution to cover its securities transactions

Improvements Equipment and Furniture

Improvements equipment and furniture consist of

Improvements 2165009
Equipment 2498741
Furniture 363352

Total improvements equipment and furniture 5027102

Accumulated depreciation 2500224

Total 2526878

Related Party Transactions

The Company performs certain services related to clients of its affiliate CICC HKS In addition CICC
HKS provides among other services execution and research functions for certain brokerage activities

conducted by the Company

Due from CICC HKS and affiliates of $2146251 as of December 31 2011 represents the balance due to

the Company related to the above matters

CICC has cash-settled phantom equity compensation plan As member entity of the group this plan

covers certain employees of the Company The plan is long term staff incentive arrangement the purpose

of which is to link the value of the phantom equity units granted to selected employees to the performance

of the CICC group The plan provides for participants to be rewarded in cash by reference to the growth in

value of the phantom equity units The phantom equity units expire in December 2012 and become fully

vested after three year term Upon vesting and up until the expiration of the phantom equity units

exercise may take place during periods specified in the plan The consolidated statement of financial

condition includes an accrued compensation liability of approximately $2691963

Continued



CICC US SECURITIES INC

Notes to Consolidated Statement of Financial Condition

December 31 2011

Income Taxes

The tax effects of temporary differences that gave rise to the deferred income tax asset are as follows

Net operating loss carryovers 6296000

Depreciation and amortization 208000
Accrued compensation and benefits 1012000
other liabilities 154000

Less valuation allowance 7254000

Total deferred income tax asset

At December 31 2011 the Companys deferred income tax asset is fully offset by valuation allowance

The Company will continue to assess the valuation allowance and to the extent it is determined that such

an allowance is no longer required the tax benefit of the remaining deferred income tax asset will be

recognized in the future

Risks and Uncertainties

Credit Risks

The Company maintains certain of its cash balances with financial institutions in excess of insured

limits The Company does not anticipate nonperformance by the financial institutions

The Company is engaged in various types of brokerage activities servicing institutional investors

Customers securities transactions are cleared through financial institution on fully disclosed

basis These activities may expose the Company to off balance sheet risk in the event the customers

are unable to fulfill their contractual obligations As result the Companys exposure to credit risk

can be directly impacted by volatile markets which may impair the customers ability to satisfr their

obligations

The agreement between the Company and the financial institution provides that the Company is

obligated to assume any exposure related to nonperformance by its customers Management monitors

information it receives from the financial institution on daily basis and continually evaluates the

financial condition and credit standing of its customers to reduce the risk of loss

Other

The Company maintains certain cash and equivalent balances denominated in foreign currency

with clearing organization to cover its securities transactions Changes in the relationship of this

foreign currency to the U.S dollar may affect the balances held by the Company with this financial

institution

Continued



CICC US SECURITIES INC

Notes to Consolidated Statement of Financial Condition

December 31 2011

Employee Benefit Plan

The Company has savings incentive plan covering substantially all employees The plan provides for the

Company to make certain contributions without regard to its current or accumulated profits losses and to

make other discretionary contributions as determined by management

10 Lease Commitment

The Company leases office premises under non-cancelable operating lease which expires in

February 2016 This lease contains among other terms and conditions an agreement for the Company to

acquire additional space from the landlord beginning in December 2012 In addition the Company rents

office premises from CICC HKS pursuant to month-to-month arrangement

Future minimum base rental payments on the non-cancelable lease are as follows

Year ending December 31

2012 1003620
2013 1038438
2014 1044100
2015 1044100
2016 174017

4304275

11 Regulatory Requirements

The Company is subject to the Uniform Net Capital Rule pursuant to Rule 15c3-1 under the Securities

Exchange Act of 1934 which requires the maintenance of the greater of minimumnet capital of $250000

or 2% of combined aggregate debit items The rule of the applicable exchange also provides that equity

capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to

The Company does not carry any customer accounts and is generally exempt from SEC rule 15c3-3

because most customer transactions are cleared through its clearing organization

12 Going Concern

The Company has been supported by CICC HK on an as-need basis CICC HK has confirmed to the

Company that it will provide financial support sufficient for the Company to satisfy its obligations arising

from operations incurred in the ordinary course as they come due until at least January 2013 and will

satisfy on timely basis all liabilities and obligations arising from operations incurred in the ordinary

course of the Company that the Company is unable to satisfy when due from the date of this report

through and including January 2013

Continued



dcc US SECURITIES INC

Notes to Consolidated Statement of Financial Condition

December 31 2011

13 Subsequent Events

The Company has performed review of subsequent events through March 2012 the date the financial

statements were available to be issued and concluded that there were no events or transactions that

occurred during this period that required recognition or disclosure



KPMG LIP

345 Park Avenue

NewYork NY 10154-0102

Report of Independent Registered Public Accounting Firm
on Internal Control Pursuant to Securities and Exchange Commission Rule 17a-5

Board of Directors and Stockholder

CICC US Securities mc

In planning and performing our audit of the consolidated financial statements of CICC US Securities Inc
and subsidiary the Company as of and for the year ended December 31 2011 in accordance with

auditing standards
generally accepted in the United States of America we considered the Companys

internal control over financial reporting internal control as basis for designing our auditing procedures
for the purpose of expressing our opinion on the consolidated financial statements but not for the purpose
of expressing an opinion on the effectiveness of the Companys internal control Accordingly we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made
study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of compliance with such practices and

procedures that we considered relevant to the objectives stated in Rule 7a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 7a-3a 11 and
for determining compliance with the exemptive provisions of Rulel5c3-3 Because the Company does not

carry securities accounts for customers or perform custodial functions relating to customer securities we
did not review the practices and procedures followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 7a- 13 and

Complying with the requirements for prompt payment for securities under Section of Federal
Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for
establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this
responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs previously mentioned objectives Two of
the objectives of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Company has responsibility are

safeguarded against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

KPMG LLP is Delaware limited liability partnership

the U.S member firm of KPMG Interoational Cooperative
IKPMG lnternationall Swios entity



LA5

Because of inherent limitations in internal control and the practices and procedures referred to above
error or fraud may occur and not be detected Also projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet important

enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable
possibility that material misstatement of the companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes
Based on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2011 to meet the SECs
objectives

This report is intended solely for the information and use of the Board of Directors and Stockholder

management the SEC the Financial
Industry Regulatory Authority FINIRA and other regulatory

agencies that rely on Rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of

registered brokers and dealers and is not intended to be and should not be used by anyone other than

these specified parties

LCP

March 2012
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